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SUMMARY 


In 1977, Romania's economy, led by the industrial sector, turned in 
another good performance despite suffering from a catastrophic earth- 
quake in March, 1977. It now appears that Romania's ability to con- 
tinue its program of accelerated economic development based primarily 
on large inputs of capital and the mass transfer of workers from the 
agricultural sector to the industrial sector is at an end. Romanian 
emphasis on industrial development continued unabated in 1977. The 
agricultural sector was unable to match the production levels of the 
record 1976 harvest and total agricultural output declined in 1977. 
On the international side, despite a careful monitoring of its hard 
currency position, Romania's trade balance sustained a $500-600 
million deficit with its hard currency trading partners. 


Trade with the U.S. in 1977 reached new heights. Romanian trade 
statistics showed a record bilateral trade turnover of $581 million. 
Agricultural commodities and industrial raw materials continued to 
dominate Romanian imports from the U.S. Similarly, petroleum deriva- 
tives were Romania's prime export to the U.S., although exports of 
light industrial goods, such as textiles and footwear, again expanded. 


For 1978, bilateral trade may be in the $650-750 million range. To 
achieve this level of trade, Romanian imports of agricultural products 
and industrial raw materials will not only have to be maintained or 
expanded, but increased opportunities for U.S. suppliers of manu- 
factures will be available. Good opportunities exist for Romanian 
imports of U.S. products in the fields of machinery, electronics, 
petroleum exploration, chemicals and petrochemicals. Romanian foreign 
trade organizations will be emphasizing countertrade and cooperation 
projects in their contacts with U.S. suppliers. 





KEY ECONOMIC INDICATORS 


Exchange Rates: Official rate Lei 5 US$1.00 
Tourist rate Lei 3 US$1. 00 


1977/1976 
% Change 
Income, Production, Employment 


a) 
National Income (billion US$) 30.1 


Investment (billion us$) 2? 11.2 


Indices (1970=100) 
Industrial Production 205 


Agricultural Production LSi7 161 


Average Industrial Worker 
Productivity 136 148 


Labor force (in 000's) 10,150: 10;227. 


of which in industry 37 LOS. Speer. 
of which in agriculture S7eoy. 3,640. 


Prices 
Indices (1970=100) 
Retail Sales 


Foreign Trade b) 


Exports (FOB - billions US$) 5. re - 02 


of which to US (millions USS) 98 - 4AS7 


Imports (FOB - billions US$) Ss Z - 02 oe 


of which from US 


(millions US$) 139 277 308 © 


£1s2 


Major exports to U.S.: fuel oils, gasoline, canned hams, textiles and 
clothing, agricultural tractors, flat glass, 
footwear 


Major imports from U.S.: Soybeans, bituminous coal, hides and skins, 
wheat, wood pulp, phosphate fertilizer and 
rock, cotton 


Official rate (old rate of lei 4.97 = $1.00 used as revaluation 

occurred in 1978). 

Tourist rate 

Preliminary figures _. Final U.S. figures showed U.S. exports 
to Romania totaled $259.4 million while 
U.S. imports amounted to $233.3 million. 


Source: Official Published Romania statistics 





CURRENT ECONOMIC SITUATION AND TRENDS 





Propelled by a surging industrial sector and despite suffering close 
to $2 billion in losses from the catastrophic March 4, 1977, earth- 
quake, Romanian national income grew at an 8.6% rate in 1977. This 

is a very impressive performance when compared with the results turned 
in by most of the world's economies in 1977, even though by Romanian 
standards it was a relatively poor showing and 2.7 percentage points 
below the ambitious growth target of the 1977 Annual Plan. This year is 
presenting itself as a key for Romanian economic development. Ina 
mid-February speech, President Nicolae Ceausescu laid special emphasis 
on the need for Romanian industrial enterprises to become more effi- 
cient producers. It appears that Romania's ability to continue its 
program of accelerated economic development based primarily on large 
inputs of capital and transferring workers from the agricultural 
sector and putting them into jobs in industry is at an end. Romania 
is now at a level of economic development which requires a more 
skilled labor force and the use of more sophisticated technology, 
whether it be in industry or in agriculture, to sustain very high 
growth rates. This is also shaping up as a key year in the 

Romanian Government's efforts to meet the highly ambitious growth 
goals targeted for the 1976-1980 Five-Year Plan period. The 1978 
Annual Plan, which was published in late November, 1977, indicates 
that the Government is expecting to make an all-out attempt to meet or 
surpass higher-than-normal targeted growth rates. 


INDUSTRY 


Romanian emphasis on industrial development continued unabated in 1977. 
For 1977, 39.2% of Romanian national income was allocated to invest- 
ments, and the industrial sector accounted for 47.8% of total invest- 
ment. For 1978, it is planned that investment in industry of 118.2 
billion lei ($9.9 billion) will account for 55.6% of total investment. 
Once again, emphasis will be placed on developing the following 
sectors: machine building, chemicals and petrochemicals, oil re- 
fining and synthetic fibers. In 1977, the machine building and 
chemical/petrochemical sectors represented 45.1% of total industrial 
production. These two sectors are expected to continue to develop 

at accelerated rates during the remaining three years of the 1976- 
1980 Five-Year Plan. Meanwhile, guidelines now being drawn up for 
the 1981-1985 Five-Year Plan apparently will continue emphasis on 
rapid industrial development based on increasingly more important 
machine building and chemical/petrochemical industries. The aim of 
Romanian industrial development is the establishment and functioning 
of efficient import substitution plants and plants whose output can 
compete for export markets in the industrialized West. 





AGRICULTURE 


About half of Romania's total grain production is produced each year 
in the handful of counties bordering on the Danube River. Asa 
result, production can fluctuate greatly due to drought or excessive 
rainfall affecting a relatively small area and in turn affecting 
overall agricultural production. Total grain production last year 
officially declined over 1 million tons, basically due to a 
general lack of rainfall throughout the year, especially during 

the summer vegetation period and early frost conditions in late 
September, 1977. Overall, total agricultural production officially 
dropped 1.3 percent and was the only sector of the economy to show 

a decline when compared to 1976. This year began with another drought 
period in January, which has now ended. In addition to traditional 
problems with weather, agriculture continues to be plagued by 
structural weaknesses. Examples are: a lack of qualified laborers, 
a generally aging farm population, under-employment, an over- 
preponderance of women in the work force, lack of incentives to 
produce, lack of large horsepower tractors capable of enabling 

corn planting to take place during the optimum period, a chronic 
shortage of transport during harvest, and a general lack of grain 
drying and storage facilities. Even though agriculture continues 

to provide over one-third of the total employment, it remains the 
poor relative in the country's drive toward industrialization. The 
agricultural sector received only 13.9% of the total national invest- 
ment in 1977 and is targeted to receive only 11.4% in 1978. 


FOREIGN TRADE AND BALANCE OF PAYMENTS 


The foreign trade sector in 1977 again did not reach the Government's 
target. Nevertheless, Romania's trade turnover in 1977 was $14.04 
billion, a 14.8% increase over 1976 levels but 0.7 percentage point 
below plan. Romania's trade, which was in equilibrium in 1977, saw 
imports grow at a 15.1% rate compared to a 14.6% rise from exports. 
The export sector was one of the areas of the economy more affected 
by the March earthquake, which caused some production losses from 
chemical, petrochemical (particularly fertilizer) plants, part of 
whose output is destined for export. Some construction materials, 
such as reinforcing bars, cement and flat glass, which were originally 
intended for export markets, were diverted to the domestic market. 

In addition, the relatively poor agricultural harvest held down agri- 
cultural exports. Traditionally, petroleum derivatives and agri- 
cultural products, including processed foods, account for around 

40% of Romania's annual exports and probably represent a larger 
percentage of the country's exports to hard currency markets, 

Another major export group is accounted for by light industry 
products such as textiles and footwear. At the same time, the 
Government's emphasis on industrial development has resulted in 
exports of transportation equipment (locomotives, railroad cars 

and ships), machine tools and electronics. Concerning imports, 
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emphasis remains on the purchases of items needed by the industrial 
sector, namely, raw materials, machinery and heavy equipment, 
Equally important are imports of inputs for the export-oriented 
sectors of the economy, i.e., agriculture and light industry, 


In 1977, Romania incurred a sizable hard currency trade deficit of 
from $500 to $600 million. This was a reversal of the trend of 
recent years. The outlook for hard currency trade in 1978 is mixed. 
The Government's policy of continued emphasis on rapid economic 
development and the existence of signed contracts for the import of 
diverse plants and equipment will insure a high rate of imports of 
western capital goods. Meanwhile, the Government's policy is to 
attempt to balance its hard currency trade and, in this area, it is 
trying to provide workers in export-oriented sectors with financial 
or other incentives such as foreign travel, if their enterprises 
surpass their ambitious export targets. As has been the case in the 
past, non-exempt imports from the west will be held to a minimun. 
While trade with the west should not increase as a percentage of 
total Romanian trade, the outlook is brighter for Romanian trade 
with third world countries and for other communist countries. 

There is a trend for Romania's trade in consumer goods with these 
countries to increase, which is one of the few favorable economic 
signs for the hard-pressed Romanian consumer. In recent years, 
Romania has normally incurred a deficit in non-trade transactions 
which show up in the balance of payments. Deficits on payments 

for transportation, other services, and interest on foreign bor- 
rowings have more than offset a surplus on tourism (whose true 
potential remains to be exploited). Overall, Romania appears to be 
managing its external accounts well. In 1977, it drew down $72.5 
million in SDRs from the IMF, while making repayment purchases of 
$40million SDRs- Romania also obtained a $50 million Eurodollar 
loan. As of late March, 1978, Romania had also contracted for an 
additional $100 million Eurodollar loan. 


WAGES AND PRICES 


Official 1977 figures show that real workers' wages were up 5.7% 
over the 1976 level. National industrial worker production rose by 
9.8%. The targeted rate increases for 1978 are: real worker 

wages - 7.9%, national industrial worker productivity - 9.0%. 
Meanwhile, official figures show that the Government's basket of 
products which make up the retail price index was only 0.5% more 
expensive in 1977 than in 1976. 


IMPLICATIONS FOR THE UNITED STATES 


U.S.-Romanian Trade Trends 


In general, Romanian Government trade policy is to diffuse its trade 
relations so that Romania has many trading partners of relatively 
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equal importance. The USSR with an approximate 18% market share of 
total Romanian trade turnover is Romania's major trading partner, 
followed by West Germany with an almost 8% share. In 1976 (the 

last year for which such statistics were available), the U.S. was 
Romania's seventh major trading partner with a 3.1% share. This 
position was probably maintained in 1977 when the U.S. market 

share was 4.1% or $581 million. The increase in trade with the 
United States in 1977 represented good progress toward achieving 

the goal of $1 billion in bilateral trade in 1980. While the U.S. 
has traditionally had a positive trade balance, Romania has made 

good strides in exporting a wider range of products to the United 
States. The same has not been the case regarding imports from the 
United States. In 1977, imports of manufactures from the U.S. 

grew marginally in the face of very stiff competition from European 
and Japanese suppliers. The key to obtaining Romanian import contracts 
in 1977 was price; the quality of the goods purchased was a secondary 
consideration. For 1978, the Romanian Government has set a target 
of from $650 to $750 million in trade with the U.S. If this level 

is achieved, Romania will probably import more manufactures, 
including plants and equipment, from the U.S. 


Romania's approach to trading with western firms is characterized 

by its emphasis on countertrade and/or cooperation projects. In 

the last couple of years, which have been "buyers' markets," 
Romania's dependence on countertrade as a marketing tool has 
increased. Romania's relatively poor hard currency export showing 
in 1977 has resulted in increased countertrade requirements for 1978. 
In 1977, countertrade requirements in general were in the 20 to 30% 
range. For 1978, it appears that they will be in the 30 to 40% 
range. Romania has increased emphasis on cooperation projects as an 
alternate method of increasing exports to the west while decreasing 
imports from the west. Types of cooperation projects run the gamut 
from joint ventures to licensing agreements. An example of a typical 
form of Romania's approach to cooperation follows: on the joint 
Iron Gates hydroelectric project with Yugoslavia, Romania was 
required to install eight large turbines on its side of the Danube. 
In fulfilling this requirement, Romania imported the first three as 
complete units. These were, however, part of a contract which pro- 
vided Romania with a license to build the remaining five similar 
turbines in Romania. Other examples of similar deals either con- 
cluded or in a negotiating stage involve ammonia plants, computer 
disc drives, airplanes, refrigerator units for trucks, large off- 
road trucks and gear boxes. 


Romania's Import Priorities from the U.S. 


Based on recent trends, Romania's import priorities from the U.S. 
will continue to be agricultural products, coal, including coking 
coal, other selected raw materials and semi-processed goods. 





There are indications that the Romanian Government is now making a 
major effort to increase the importation of manufacture technology 
and machinery and equipment from the U.S. In this effort, the 
emphasis is, as is to be expected, on the chemical/petrochemical 
industry and the machine building sectors. U.S. exporters should 
be aware that there are three specific phases to negotiations in 
Romania: 1) technical discussion; 2) commercial talks (may be 
carried out concurrently with the technical discussions); and 

3) final negotiations. In this phase, Romanian regulations require 
that offers from two or three competing firms be considered. Many 
U.S. companies have found the negotiation process in Romania to be 
time consuming (sometimes lasting for two to three years or more) 
and expensive (just the task of putting together a contract is 
estimated to be up to ten times the cost, for major contracts, of 
concluding the same contract in the West). Nevertheless, as the 
experience of many Western European and Japanese firms has shown, 
the results can also be profitable. 


Machinery, Electronics and Petroleum Drilling Equipment 





In the area of machinery and electronics, U.S. suppliers have played 
second fiddle to European and Japanese suppliers, this despite the 
fact that in the area of electronics, Romanian foreign trade organiza- 
tions have made a concerted effort to buy U.S. equipment and tech- 
nology, but these efforts have been hindered by U.S. export controls. 
Export opportunities range from computers and computer peripherals, 
sophisticated semi-conductor and integrated circuitry technology, 
grinding machines for billets, automatic installation for hot strip 
mill, turbines, to drilling equipment for very deep (over 30,000 
feet) petroleum exploration and semi-submersible off-shore drilling 
rigs. Some cooperation projects currently in the negotiation phase 
with U.S. companies involve gear boxes for large off-road trucks, 
turboblowers, electric drive wheels for large off-road trucks, 
automatic molding equipment, miniature ceramic capacitors and UHF 
radio telephones. The United States Department of Commerce- 
sponsored exposition featuring industrial electronics at the 

October 5-14, 1978, Bucharest International Fair, offers the best 
opportunity for U.S. suppliers to promote the sale of their products 
in Romania. 


Chemicals and Petrochemicals 


The major source of competition for U.S. suppliers of chemical and 
petrochemical processing equipment comes from Japanese companies and, 
secondly, from Western European firms. Practically all of Romania's 
needs for this type of equipment and technology will be reported in 
connection with one or another cooperation project. Such projects 
currently in a negotiating stage include: a chloral alkali plant, 





phosphoric acid plant, ethylene plant, agricultural and heavy tire 
plants, and synthetic fiber (polyester fibers and polyester resin 
fibers) plants. There are also opportunities for the export to 
Romania of fertilizers, insecticides and various chemical/petro- 
chemical products. Regarding these products, West German com- 
petition is very strong. The International Chemistry Fair 

which forms part of the Bucharest Spring Fair, May 4-12, 1978, 
offers the best promotional vehicle for U.S. suppliers. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402 Annual subscri 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U S. Department of 


Ption, $37.50. Foreign mailing, $9.40 
Commerce, Washington, D.C. 20230. 
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Country 
Marketing 
Managers 


Commercial and economic information on most trading part- 
ners of the United States is available from the U.S. Depart- 
ment of Commerce. 


A Country Marketing Manager is responsible for a country 
or group of countries as listed below. Assistance or informa- 
tion about marketing in these countries may be obtained by 
dialing these key people directly: 202-377 plus the given 
extension. 


Area Extension 
Africa 


Algeria, Libya, Morocco, Tunisia 
Remainder of Africa (except Egypt) 
Europe 
France and Benelux Countries 
Germany and Austria 
Italy, Greece and Turkey 
Nordic countries 
Spain, Portugal, Switzerland and Yugoslavia 
United Kingdom and Canada 


Far East 


Australia and New Zealand 
East Asia and Pacific 
Japan 

Southeast Asia 


Latin America 


Brazil, Argentina, Paraguay and Uruguay 

Mexico, Central America, and Panama 

Remainder of South America and Caribbean 
countries 


Near East 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 

Tran, Israel, Egypt 


Eastern Europe 
USSR 
Peoples Republic of China 
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